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On Oct. 20, government, employer, trade union and farm organization representatives concluded
negotiations for an extension of the Economic Stability and Growth Pact (PECE). Labor Minister
Arsenio Farrell provided few details on the new pact, but indicated that the daily mini-devaluation
of the peso had been set at 40 centavos. According to Farrell, workers and employers agreed
to limit salary hikes. Under the accord, farmers are to receive financial support for marketing.
Next, the Federal Electricity Commission (CFE) announced that monthly rates for residences
and other low-volume users would increase by 0.57%. Rates for high-volume users, such as
manufacturing plants, are to increase by 0.79%. The new rate structure was scheduled to go into
effect Oct. 22 and remain in place until December 1993. The state-run oil company Petroleos
Mexicanos (PEMEX) announced plans to raise gasoline prices by 0.79% per month through the
year-end 1993. The price per liter on regular leaded gasoline up to Nov. 30 was set at 1,110 pesos
(US$0.3523), and for unleaded gasoline, 1,220 pesos (US$0.3873). The price differential between the
two types of gasoline was reduced to encourage the use of unleaded fuel. Miguel Angel Nogueira
Villasenor, president of Sales and Marketing and Executives (Ejecutivos de Ventas y Mercadotecnia),
said the PECE extension has eliminated concern about a major peso devaluation in 1993, and
thus reduced uncertainty. He forecast single-digit consumer price inflation, which could permit
employers to offer higher salary increases to workers after 1993. According to a recent study by the
Universidad Nacional Autonoma de Mexico (UNAM), wages have not kept pace with consumer
price inflation since the PECE was introduced. Over the Jan. 1, 1988-July 1992 period, the cost of
living increased by 229%. Meanwhile, unemployment increased. The main authors of the report
are Teresa Cienfuegos Salinas, Ruben Martinez Perez and Alejandro Garcia. Several reports by
the government's international news service Notimex indicated that reaction to the extension
was varied among employers and workers. On Oct. 21, Jose Cevallos, president of the Industrial
Chambers Confederation (Confederacion de Camaras Industriales- CONCAMIN), said the PECE
extension created stability needed for economic growth. He said the relatively small gasoline and
electricity price hikes would be implemented gradually, and therefore are not inflationary. However,
Eduardo Garcia Moreno, Oaxaca state president of the Employers Confederation (Confederacion
Patronal de la Republica Mexicana-COPARMEX), said some businesses would be unable to absorb
the increased gas and electricity costs. In Morelos state, Marcelino Vertiz, director of the Small
Merchants Union (Union de Comerciantes en Pequeno), said the price of some goods would
have to increase by 9% to compensate for increased transportation costs associated with higher
gasoline prices. In Tlaxcala state, Yolanda Sanchez, regional manager of Banco Nacional de Pequeno
Comercio (BanPeco), warned that the terms of the new PECE will reduce domestic savings and
purchasing power among the general population. Hugo Gonzalez Cervantes, executive of a Tlaxcala
state textile company, warned that the increased cost of utilities would exacerbate economic
recession. In Puebla state, Luis Garcia Teruel, president of the local Entrepreneurial Center,
said many businesses will be undercapitalized result of higher energy costs. Arturo Fernandez,
president of Instituto Tecnologico Autonomo de Mexico (ITAM), said the small increase in the
daily devaluation rate was a prudent measure that would attract new investors. He added that the
measure gives the peso flexibility in foreign currency markets while eliminating the possibility of
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a major devaluation. Economist Porfirio Camarena Castro of the Mexican Workers Conferation
(Confederacion Mexicana de Trabajadores-CTM) asserted that employers must find ways to
increase workers' purchasing power in order to be able to sell their products. CTM leader Mario
Suarez said the terms of the PECE extension were not conducive to creating new jobs. Meanwhile,
Francisco Hernandez Juarez, secretary general of the Telefonos de Mexico (Telmex) employee union,
said low inflation should remain the major goal of the PECE. According to Hernandez, the gasoline
and electricity price hikes would have little impact on consumers because producers will absorb
increased costs. Emiliano Lopez Cruz of the National Campesino Confederation (CNC) and Juan
Cristobal Cespedes of the Central Campesina Independiente (CCI) said most farmers were in favor
of extending the PECE but opposed the increase in gasoline prices. Armando Lopez Santibanez, the
Federal District's public transportation director, denied newspaper reports that bus and taxi fares
were about to increase due to higher gasoline prices. He said certain services, such as "microbuses,"
would continue to operate at a profit because of high volume. On Oct. 25, Juan Moises Callejas,
attorney for the Mexican Workers Confederation (CTM), said that the National Minimum Wage
Commission (Comision Nacional de Salarios Minimos-CNSM) in December will probably approve
an adjustment to the monthly minimum wage below the 28,000 pesos (US$8.88) increment suggested
by the PECE. According to Callejas, the Commission may initially set a lower minimum wage,
with the possibility of an increase in mid-1993. (Sources: Agence France-Presse, 10/20/92; Notimex,
10/20/92, 10/21/92, 10/26/92)
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